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We have audited the financial statements of this local unit of government and rendered an opinion on financial statements prepared in
accordance with the Statements of the Govermmental Accounting Standards Board (GASB) and the Uniform Reporting Format for
Financial Statements for Counties and Local Units of Government in Michigan by the Michigan Department E

We affirm that; aAng
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DEPT o
1. We have complied with the Sulffetin for the Audits of Lacal Units of Govemment in Michigan as revised

DEC 2 § 2004

2. We are certified public aceountants registered to practice in Michigan.

We further affirm the following. "Yes" responsaes have been disclosed in the financial statements, indudinﬁ[ﬂ;gm}ggﬁp‘r E' p]wﬁ report of
comments and recommendations — ANCE D)y,

You must check the applicable box for each item balow.

[TJyes No 1. Certain component unitsfunds/agencies of the local unit are excluded from tha financial statements.

[/]ves [ |No 2 There are accumulated deficits in ane or more of this unit's unreserved fund balances/retained earnings (P.A.
275 of 1980).

|:|Yes [Z| Noc 3. There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of 1968, as
amended).

DYES No 4. The local unit has violated the conditions of either an order issued under the Municipal Finance Act or its
requirements, or an order issued under the Emergency Municipal Loan Act.

|:|Yes No 5. The local unit holds depositsfinvestments which do not comply with statutory requirements. (P.A. 20 of 1943,
as amended [MCL 128.91], or P.A. 55 of 1982, as amended [MCL 38.1132]).

[:| Yes Ne 6. The local unit has been delinquent in distributing tax revenues that were collected for ancther taxing unit.
The local unit has violated the Constitutional requirement {Article 9, Section 24) to fund current year earned
|:|Yes No 7. pension benefits (normat costs) in the current year. If the plan is more than 100% funded and the overfunding

credits are more than the narmal cost requirement, no contributions are due (paid during the year).

|:_|Yes Ne 8 The local unit uses credit cards and has not adopted an applicable pelicy as required by P.A. 266 of 1995
{MCL 129.241).

D Yes No 9. The local unit has not adopted an investment policy as reguired by P.A. 196 of 1997 (MCL 129.95).
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Independent Ahditbrs’ Report :

Honorable Mayor and Board of Trustees
Village of Grass Lake
Jackson County, Michigan

We have audited the accompanying general purpose financial statements of the Village of Grass Lake as of
and for the year ended February 29, 2004, as fisted in the table of contents. These general purpose financial
statements are the responsibility of the City's management. Our responsibility is to express an opinion on
these general purpose financial statements based on our audit. : : : -

- We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicabie to financial audits contained in Government Auditing Standards,
issued by the Comptrolier General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the general purpose financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the general purpose financial statements. An audit also includes assessing the accounting
‘principles used and significant estimates made by management, as well as evaluating the overall financial

statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all matertal

respects, the financial position of Village of Grass Lake as of February 29, 2004, and the results of its
~ operations for the year then ended in conformity. with accounting principles generally accepted in the United

States of America. . . o Co : . -

* In accordance with Government Auditing Standards, we have also issued a report dated August 25, 2004,
on our consideration of the City's internal contral over financial reporting and oir test of its compliance with
certain provisions of laws, regulations, contracts and grants. That repart is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this
report in considering the results of our audit. : o

Our audit was made for the purpose of forming an opinion on the general purpose financial statements
taken as a whole. The combining and individual fund and account group financial statements and schedules
listed in the table of contents are presented for purposes of additional analysis and are not a required part of -
the general purpose financial statements of the Village of Grass. Lake. Such information has been subjected
. to the auditing procedures applied in the audit of the general purpose financial statements and, in our
- opinion, is fairly stated in all material respects in relation to the general purpose financial statements taken
as a whole. : o o

) 12 E”‘ {' jMu"rﬁ-
Willis & Jurasel_(, PC., |

August 25, 2004

- WS & Jurasex, P.C. R _ . Phone Nummber. (517 7858660

_ _2545 Spﬁ_n'g A_rbgr' Road B _ . Fax Number: (317} 7TRR-0872
. bost _(Jf_f;ce_ﬂox 39 e . o ' 9 E : E-mail: willisgwillispe.com
B Jackson, Michigan 49204-0039 o _ _ Web site: www willispe.com




‘Reporting Based on an Audit of Financlal Statements Performed In
Accordance with Go\'rernm'ent Auditing Standardards

‘Honorable Mayor and Board of Trustees
. Village of Grass Lake ' :
Jackson County, Michigan

We have audited the financial statements of the Village of Grass Lake of and for the year ended
February 29, 2004, and have issued our report-thereon dated August 25, 2004. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards .

- applicable to financial audits contained in Govemment Auditing Standards, issued by the Comptroller -
General of the United States. : ' ' : '

" Compliance

As part of obtaining reasonable assurance about whether the Village of Grass Lake's financial statements
are free of material misstatement, we performed tests of its compliance with cartain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect on the
determination. of financial statement amounts. However, providing an opinion on compliance with those
provisions wes not an objective of our audit and, accordingly, we do not express such an gpinion. The
results of our tests disciosed no instances of noncompliance that are required to be reported under
Government Auditing Standards. :

Intemal Control Over F'inancial Reporiing

In planning and performing -our audit, we considered the Village of Grass Lake's intemal control over
financiel reporting in order to determine our auditing procedures for the purpose of expressing our opinion
on the financial statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financiat reporting would not necessarily disclose all matters in the -

~ internal control over financial reporting that might be material weaknesses.. A raterial weakness is a
condition in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to’

~ the financlal statements being audited may occur and not be detected within a timely period by employess
in the normal course of performing their assigned functions. We nated no matters involving the intemal .

~ controt over financial reporting and its operation that we consider to be material weaknesses. However, we
noted other matters involving the internal control over financial reporting that we have reported to
management of the Village of Grass Laks in a separate letter dated August 25, 2004. '

- This report is intended soley for the information of the City Council, managernent and state agencies, and is
not intended to be and should not be used by anyone other than those specified. .

w by § Turash A
‘Wiillis & Jurasek, P.C.

- August 25, 2004

. WIILIS &J‘TRASEK, PICO . ) ’ . . . . Ph(')ﬂé Nillﬂhel’: (51?) ?88*8660

55_45 gmng ﬁa_rb(;rg Roadl . s R Fax Number: (517) 788-0872
- Post ce Box o ’ : i . i E-mail: willis@willispc.com
Jackson, Michigan 49204—9059 o 2 . . _ Wb site: www.willispe.com
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Viltage of Grass Lake
Combined Balance Sheet
All Fund Types and and Account Groups, and Discretely Prasented Component Units
February 29, 2004

Component
Account (Memorandum Unit {Memorandum

Groups Only) Downtown Onily)
Fixed Assst Primary  Development Reporting

Group Government _Authority Entity

$ -$% 1039685% 72580 % 1,112,265

- 51,005 ) - 51,005
- 14,748 - 14,748
- 390,034 - 390,034
- 29,561 61,222 90,783
- 20,260 - 20,200 -
- - 21,329 - 21,328 :
- 37,202 - 37.202
- 21,263 - 21,263
2986 . 4958222 —— . 4958222

$ 2986$ 65620108 1551315 6717141

$ -3 15,111 $ ' -8 15,411
- 20,290 . 20,290

- 18,213 - 18,213

- 21,329 - 21,329
- 83,429 - 63,428

. 37,202 - 37,202

- 3.770.000 ' - 3.770.000

- 3,045 574 - 3.945.574

- 2022666 - 2,022,666
2,986 2,986 . 2,986
- - 52,740 . 52,740

- 538044 155,131 683,175
— . 20986 _.m _____55._3_1. ___Zm.ﬁﬁ_

S__&wu&us_ﬂwm

See Notes.to Financial Statements
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Vlllage of Grass Lake

Combined Statement of Revenues, Expenditures and Changes in Fund Balances
All Govemmental Fund Types and Discretely. Prasented Component Uriits

Revenues:
Taxes and penalties
Licenses and permits
intergovernmental
Charges for services
Fines and forfeifures
Interest and other revenue

Total revenuss

Expenditures:
General govermment
Public safaty
Highways and streats
Sanitation

- Community developmant

Total expendituras
Revenues Over (Under) Expenditures
Other Financing Sources (Uses):

Operating transfers in
Operating transfors out

Total other financing sources (uses)

Net Changes in Fund Balances

Fund Balances - Beginning of Year

Fund Balances - End of Year

See Notes to Financial Statements

Year Ended February 29, 2004

Totat C'ompon'ent Total
(Memorandum Unit {Memorandum
_Governmental FundTypes ___ Only) Downtown —DOnly) -
' Spaecial " Primary  Development  Reporting

General - ‘Revenue Governmeant - Authorjty Entity

% 148,517 § -§ . 148517 $ 83,078 $ 228,595
1,138 o 1138 ] 1,138

110,820 90,337 201,257 . 201,257

6832 14,775 21,607 o 21,607

1452 . 1,452 o 1,452

12,412 933 13.345 504 13.849
279,271 106,045 385,318 83,582 _468.898
103,202 . 103,292 1,611 104.903
52252 14,779 67,031 . 67,031
30,611 78,349 108,960 . 108,960
7273 . 7.273 - 7273

.- . . 3415 3415

193,428 _93.128 286,556 5.026 291 582
85843 12017 98.760 78.558 177.318

; 35,000 35,000 ; 35,000

_ {28000y . _.__[ZQ.Q.Q.Q) — {45.000) ______(70.000)
o - 25000y 35000 — 10,000 __._{_amu) . {85.000)
60,843 47,917 108,760 33,556 142,316

_&Q&A_%_L_Q&“_J&____iﬁﬂ___ﬁﬁﬂ,ﬁi&.
Lm%u&mwmm




- Village of Grass Lake

Combined Statement of Revenues, Expenditures and Changas in Fund Balance
- Budget and Actual - General Fund and Special Revenue Funds

Year Ended February 29, 2004

General Fund Spocial Revenue Funds '
r Variance Variahce
F ' _ Favorable Favorable
—Budget  __ Actual  (Unfavorable) . Budget __ Agtual  (Unfavorablg)

r Revenues: _ . _ '

i Taxes and penalties $ 147,865 % 146,517 § (1448) $ : -8 -3 -
Licenses and pamnits 1,113 1,138 25 - - -
Intergoveramentat : 100,018 110,920 10,902 94,846 90,337 (4,509)

F' Charges for services 6,432 6,832 . 400 15,000 14,775 (225)

T Fines and forfeituras _ 1,404 1,452 48 - - -
Interest and other reverve . 12000 12412 411 900 933 33

r Total Revenues . . 2eBOR3 279271 10,338 118,746 106,045 (4.701)

Expenditures:

F- General government ' 115,853 103262 12,561 - - -

{ Public safety 53,686 - 52,252 1434 17,075 14,779 2,296

' Highways and streats 33.700 30,611 3,089 -109,590 78,349 31,241
Sanitation — . BO00 7.273 : 727 - : -

_r Tolal expenditures : —<11.239 193428 7811 __ 126665 93,178 — . 33.537

Revenue Over (Under) Expenditures 57,694 _ 85,843 28,149 {15.919) 12,917 28,836

l!f‘

CQther Financing Sourcas (Uses):

' Operating transfers in - . - 35,000 35,000 -

- Operating transfers out  (25.000) (25.000) - - - -

v : Total other financing sources (uses) _____ (25.000) {25.000) = — 35000 35000 -

- Net Changes in Fund Balances 32,594 60,843 28,149 19,081 47,917 28,838

£ Fund Balances - Beginning of Year. 308.149 308,149 121.135 121,135

r Fund Balances - End of Year $ 240843 § 368000 % 28149 % 140216 $ 160052 3 28836

13
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_ See Notes to Financial Statements
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Village of Grass Lake

Combined Statement of Reventies, Expenses and Changes
in Retained Earnings/Fund Balance
Proprietary Fund Types and Similar Trust Funds
Year Ended February 28, 2004

Cperating Revenues:
Charges for services
Rental income _
Other operating revenus

Total operating revenues

Operating Expenses
Operating Income
Nonoperating Revenues (Expenses): _
Interast eamings
Interest expensa
Operating transfers in
Operating transfers out
Total non-operating revenue (expense)

Nat Income

Retained Earnings/Fund Balances - Baginning of Year

“Retalned Eamings!Fund Balances - End of Year

See Notes to Financial Statements

Proprietary Fund
Types Total
internat {Memorandum

Enterprise Service _ Only)

3 417,553 § - % 417553

- 73816 73,816
141,700 . 141,700

373,791 53990 __ 426,981
185,462 20,626 206,088

5,098 . 5,008
(68,952) (6,101  (65.053)
45000 2,000 47,000

—_— o (12000) _ {12.000)
(8.854) (16.101) _____ (24.955)

176,608 4525 . 181,133

— (241.07Q) 112,686 __ (128,393) _

$  (64471)8 - 117211 §.___ 52740
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Enterprise Service
Funds Funds Total
Cash Flows From Operating Actnwtles
Net Incoms {ioss) $ 176608 3% 4525 § 181,133
Adjustment to reconcile net income 1o cash :
provided by operating activities
Depreciation 110,830 21,415 132,345
Change in accounts receivable (5,549) - (5,549)
Change in inventorias 33,746 . 33,746
Change in accounts payable 2,255 1,359 3,614
Change in interfund payable _ - 50972 5,972
Net cash provided by operating activities . 317,990 33,271 351,261
Cash Flows From Noncapital Finaneing Activitias: :
Transfers in 45,000 2,000 47,000
Transfers out : - {(12,000) (12,000
Net cash provided by noncapital financing activities : 45,000 (10,000) 35,000
Cash Flows From Capltal and Related
Financing activitiea _
Collections on advance to cther funds 7,296 - 7206 -
Payments on advanca to other funds . (7.208). (7,286)
Proceeds from note payable _ - 24,299 : 24,299
-Principal paymant on bonds and notes {215,000) (12,883) {227,883)
interest paid on bonds and notes (58,952) (6,101) (65,053)
Collections on special assessments 41,467 - 41467
Contributions from customars 27,282 - 27,282
Néet cash provlded by capital and related (197,907 {1,881) (159,888)
financing activities ' |
Cash Fiows From lnvestmg Activities:
Interest received on investments ' 5,008 - 5,098
Net increase in Cash and Cash Equivalents 170,181 21,280 191,471
Cash and Cash Equivalents - Beginning of Year 286,359 43,556 328,915

Cash and Cash Equivalents - End of Year

See Notes to Financial Statements

Village of Grass Lake
Combined Statement of Cash Flows
All Proprietary Fund Types
Year Ended February 29, 2004

$__ 455540 § 64,8468 §

520,386
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Village of Grass Lake
Notes to Financlal Statements

Summary of Significant Accounting Policies

The accounting policies of Village of Grass Lake (the “Village” or ‘government”) conform to generally
accepted accounting principles as applicable to governments, The following is a summary of the more
significant policies: : : -

Reporting Entity

The Village was incorporated under the provisions Act of 1895, as amended {General Law Village).
The Village operates under a Council form of government and provides various services as
authorized by its charter. As required by generally accepted accounting principles, the financial
statements of the reporting entity include those of the Village (the primary government) and its
component unit: The component unit discussed below is included in the Village’s reporting entity
because of the significance of its operational or financial relationship with the Village.

Discretely ﬁresented Component Units — The component unit column in the combined financial
statements includes the financial data of the Village’s component unit. This unit is reported in a
separate column to emphasize that it is legalty separate from the Village. . :

Component Unit

Downtown Development Authority ~ The members of the governing board of the Downtown
Development Authority are appointed by the Viliage Council. The budgets and expenditures of the

Downtown Development Authm‘ty'mu_st'be approved by the Village Council. The Village also has
the ability to significantly influence operations of the Downtown Development Authority. The
Downtown Development Authority uses govemmental fund type accounting,

. Measurement Focus, Basis of Accounting and Basis of Presentation

The accounts of the government are organized and operated on the basis of funds and account
groups. A fund is an independent fiscal and accounting entity with a self-balancing sst of accounts.
Fund accounting segregates funds according to their intended purpose and is used to aid
management in demonstrating compliance with finance-related legal and contractual provisions. The
minimum number of funds are maintained consistent with lega! and managerial requirements.
Account groups are a reporting device to account for ¢ertain assets and liabilities of the governmental
funds not recorded directly in those funds. '

The government has the following fund types and account groups:

Governmental Funds

Are used to account for the Village's general government activities. Govemnmental fund types use
the flow of current financial rescurces measurement focus and the modified accrual basis of
- accounting. Under the modified accrual basis of accounting revenues sre recognized when
susceptible to accrual (i.e., when they are *measurable and available®). . “Measurable” means the
amount of the transaction can be determined and “available” means collectible within the current
period or soon enough thereafter to pay liabilities of the current period. The govemment considers
all revenues available if they are collected within 60 days after year end. Expenditures are -
recorded when the related fund liability is incurred, except for unmatured interest on general long-
term debt which is recognized when due, and certain compensated absences and claims and
judgments which are recognized when the obligations are expected to be liquidated with
expendable available financial resources. ' S
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Village of Grass Lake
Notes to Financial Statements.

1. Summary of Significant Accouriting Policies (Continued)

.Govarnmentai Funds {Continued)

Property taxes, franchrse taxes, llcenses interest and special assessments are susceptible to
accrual. Other receipts and taxes become measurable and available when cash is received by
the government and are recognized as revenue at that time. . : '

Entitlerﬁents and shared revenuas are recorded at the time of receipt or earlier if the susceptible to
accrual criteria are met. Expenditure-driven grants are recognized as revenue when the qualifying.
expenditures have been incurred and all other grant requirements have been met,

,...__1 “m,‘ .:,_,..,,.l . ‘.,..,,_.‘

'”ﬂ

Governmental funds include the fdllowing fund. types:

General Fund - The general fund is the government’s primary operating fund. it accounts for
all financial resources of the general government, except those required to be accounted for in
another fund.

1

Special Revenue Funds - Special Revenue Funds account for revenue sources that are legally
restricted to expenditure for specific purposes {not including expendable trusts or major capital

projects). -

gLy

Debt Service Funds - Debt Service Funds account for the servicing of general long-term debt
not being financed by proprietary or nonexpendable trust funds.

Propriefary Funds

~

Proprietary funds are accourted for on the flow of economic resources measurement focus and use
the accrual basis of accounting. Under this method, revenues are recorded when eamed and -
expenses are recorded at the time liabilities are incurred. The government applies all applicable
FASB pronouncements issued prior to November 30, 1889, in  accounting and reporting for its
proprietary operations. Proprletary funds include the following fund types.

Enterprise Funds — Enterprise funds are used to account for those operations that are financed
and operated in a manner similar to private business or where the board has decided that the
determination of .revenues eamed, costs incurred and/or net income is necessary for

management accountability.

intemat Service Funds — Internal service funds account for operations that provide services to -
other departments or agencies of the government, ‘or to other governments, on a cost-

reimbursement basis.

Account Groups

The general fixed asseté account group is used to account for fixed assets not accounted for in
proprietary or trust funds. The general long-term debt account group is used to account for general
long-term debt and certain other liabilities that are not specific liabilities of propnetary or frust funds.
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Village of Grass Lake
~ Notes to Financial Statements

1. Summary of Significant Accounting Pbl_icies (Continued)

Budgetary Accountin

Operating budgets are adopted for ail governmental fund types each fiscal year on a basis consistent
with generally accepted accounting principles (GAAP), and are not significantly different form the
modified accrual basis used fo reflect actual revenues and expenditures. Reported budgeted
amounts are as originally adopted or as amended by the Village Council. AH budget approprigtions
lapse at year end. The legal level of control is at the activity level. The Village doss not utllize 2
formal encumbrance system.

Cash and Cash Equivalents

Cash and cash equivalents includes amounts in demand deposits as well as short-term investments
with an original maturity date within three monttis of the date acquired by the government.

Receivables

AII receivables are reported at their gross value and, where appropriate, are reduced by the
estimated portion that is expected to be uncoilectible. -

Due to and From Other Funds

Interfund receivables and payables arise from Interfund transactions and are recorded by all funds
affected in the peried in which transactions are executed. _

inventories

Inventories are valued at cost using the first-inffirst-out {FIFO) method, which approximates fair
value. The cost of governmental fund-type inventories are recorded as expenditures when
purchases. '

Fixed Assets

General fixed assets are recorded as expenditures in the applicable funds at the time of purchase
and are accounted for in the General Fixad Asset Group of Accounts. All fixed assets are recorded
at cost ar, if donated, at their estimated fair value on the date donated. No depreciation has been
provided on general fixed assets.

Fixed assets in proprietary funds are recorded at cost and depreciation is provided in amounts
sufficient to depreciate the cost of fixed assets over their estimated service lives on a straight-line
basis. The following estimated useful lives are used: ' '

YEARS
Equipment 5
Building and building improvements . 20
Water/Sewer system 50

10
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Village of Grass Lake
Notes to Financial Statements

1. Summary of Signiﬁcant Accounting Policies (Continued)

Long-Term Debt

Long-term debt obligations of the Village, which are expected to be repaid out of general
governmental revenues, are recorded in theé General Long-Term Debt Account Group. Obligations
that ‘are expected to be repaid out of proprietary fund revenues are recorded as liablities of the
respective funds. . > : '

Fund Equity

~ Contributed cépital Is recorded in proprietary funds that have received capital contributions from .

customers or other funds. The unreserved, undesignated fund balances of governmental funds
represent the amount available for future appropriations, Designated fund balance denotes that
portion of fund equity for which the Village has made teniative plans. Reserved retained eamings for
proprietary funds represents the net assets that have been identified for specific purposes.

Property Tax Revenue

Property tax revenue is riormaily recognized in the year for which taxes have been levied, provided
they are collectible during that year or within 60 days following that year's end. Approximately
$14,000 in delinquent property taxes from the Village's 2003 tax levy are included in taxes receivable
at February 28, 2004, and will be recsived from the County after February 29, 2004. Thess
delinquent taxes, however, are reflected as revenues in 2003/2004 since they represent taxes levied
as well as budgeted for 2003/2004. ' : .

Interfund Transactions

During the course of normal operations, the Village has numerous transactions between funds,
including expenditures and transfers of resources to provide services. The accompanying financial
statements generally reflect such transactions as operating transfers. Operating subsidies are also
recorded as operating transfers. : -

The intemal service funds are used to record charges for services to all Village departments and
funds as operating revenues. All Village funds record these payments to the internal service funds
as operating expenditures/éxpenses. : . :

Pengions

The Village does not proved a pension plan' for either its full or part-time employees.

Compensated Absences

Village personnel policies provide full-time empioyees with one week of vacation leave after one year
of employment; two weeks after two years; and three weeks after five years. Sick Isave is granted at
the rate of one day per month, limited to an accumulated of thirty days. Neither vacation nor sick
time are recorded until paid. Current accumulated leave is immaterial.

11
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Village of Grass Lake
Notes to Financial Statements

Fund Equity (Deficits)
At February 28, 2004, the Sewer Eriterprjse Fund had a deficit retained eamings of $275,681.. I't is anticipated
that the deficit will be eliminated through a combination of future service charges and operating funds.

Cash and Cash Equivalents

A summary of the caption cash and cash equivalents on the combined batance sheet, including the component
unit amounts, consist of the following depository accounts by type: C

Cash in demand accounts $ 530,097
Cash on hand . 120
Money market fund - - 581,148

© $1.112.265

The Village of Gréss Lake is authorized by the Council to invest surplus funds in the following:

* Bonds, securities other obligations and repurchase agreements of the United States, or an agency or
instrumentality of the United States. ' -

+ Certificates of deposit, savings accounts, deposit accounts or depository receipts of a qualified

- financial Institution. _ _ : _

* Commercial paper rated at the time of purchase within the two highest classifications established by
not less that two standard rating services and that matures not more than 270 days after the date of
purchase. : '

* Banker's acceptances of United States banks.

» Obligations of the State of Michigan and its palitical subdivisions that, at the time of purchase are rates
as investment grade by at least one standard rating service. _

* Mutual funds registered under the investment company act of 1940 with the authority to purchase only
investment vehicles that are legal for direct investment by a public corporation. -

* External investment pools as authorized by Public Act 20 as amended.

ADOOOt February 28, 2004, the carrying amount of the Village's deposits were classified as follows:

Carrying Bank
Amount - Balance
Insured (FDIC)  $ 105420 $ 105429
Uninsured, uncollateralized 1.006.716 990,616

$L112.145  $1096,045
Prqperty Taxes

The Village property tax is levied each July 1 on the assessed valuation of property located in the Viitage as of
the preceding December 31, the lien date. Assessed values are established annually by the County and are
equalized by the State at an estimated 50% of current market value. Real and personal property in the Village
for the 2003 levy was assessed and equalized at $21,115,323, representing 50% of estimated current market
value. The Village operating tax rate for the 2003 levy was 8.0007 milis. ' '

12
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Village of Grass Lake
Notes to Financial Statements

8. Fixad Assets

Activity in the General Fixed Assets Account Group of the primary government for the year ended February 29,

2004 was as follows:

Computer
Equiprhent
Beginning balance S $ 29886
Additions S Y
Ending balance ' $.2.986

The following is a summary of proprietary fund type fixed assets at February 29, 2004:

Enterprisa lntémal Service

Funds Fund
Land $ 0 5 49792
Building 0 . 165,494
Systems and improvements 5,432,841 . 0
~ Machinery and equipment 31120 169,770
Less: Accumulated depreciation (684.626) {208,155)
| $_175901

Totals . - $4,779.335

Long -Term Debt

The long-term debt of the Village is summarized as follows:

Balance
03/01/03 Additions Reductiong
Enterprise Fund — Sewer Fund:
2.0% 1993 Michigan State
Revolving Loan Fund _
Program bonds $1,735,000 $ - $ (130,000)
Enterprise Fund — Water Fund:
2.5% 2002 Michigan State
Revolving Loan Fund
Prograrn Bonds 2,255,000 . - - (90,000)
Internal Service Funds —
Equipment Pool Fund R '
4.5% Vehicle Loan - 24,299 (8,402}

Olnternal Service Funds:
Building and Grounds
Maintenance Fund —
8.5% 1977 Land Contract 52,013

_ —(4.481)
Total long-term debt

13

$.(232,869)

Balance

2/29/04

" $1,605,000

2,165,000

15,897

47532
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Village of Grass Lake
Notes to Financial Statements

6. Long -Term Debt (Continuad)

follows
Internal
" Eriterprise Service Total
Years Ending February 28: :
2005 $ 305083  $ 18,092 $ 323,155
2006 : - 310,025 18,088 328,113
2007 ' 304,850 8,600 314,550
2008 _ 304,825 9,600 314,425
2009 - 309,600 9,600 - 319,200
Thereafter : 3,000,932 12,362 - 3,013,284
4,535,395 77,332 4612,727
Less interest _ 765,395 13,903 773,298
Total long-term debt  ~ - $3,770.000 $_63429 $3,833,429
7. Interfund Recelvables and Payable
Interfund balances at February 29, 2004, are as follows:;
interfund interfund
‘Receivables Payabies
Advance from/to Other Funds:
Enterprise Funds: :
Sewer fund - _ $ 37,202 $ -
Internal Service Fund: : .
Building and Grounds Mamtenance Fund o - 37,202
$37.202 537202
Interfund balances at February 29, 2004, are as follows:
interfund tnterfund
Receivables Payabies
Due from/to Primary Government
- and Component Unit:
Primary Goverrniment: ' . _
General Fund ' _ $ - $ 21,329
Component Unit: |
Downtown Development Authority ' 21,329 -
§.21.329 $.21,320

The annual requurements on this debt as of February 29, 2004, including interest payments of '_$386,9I;'2, are as

The Building and Grounds maintenance Internal Service Fund had a negative cash balance in the pooled cash
account as of February 29, 2004 of $20,290. The overdraft on the cash pool is reported as Interfund payabls in
the Bunldlng and Grounds Malntenance Internat Semce Fund and the related Interfund receivabie is reoorded in
the General Fund

14
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Village of Grass Lake
Notes to Financial Statements

The contributed -dapital of the Village is sdmmarized as follows:

Balance

Baiancé
03/01/03 Additions - 02/28/04
Enterprise Fund - Sewer Fund: : '
Contributions from custorners $1,941,213 $ 27,282 $1,968,495
Contributions from other funds 54171 0 54,171
: $.22.282 - $2,022,666

$1.995.384

9. Operating Transfers

Following is a summary of transfers between funds of the Viliage for the year ended February 29, 2004. These
transfers are part of the normal budgetary process and are necessary to provide resources in appropriate funds
as designated by the Council: - _ _

Operating Transfers

n Qut
Operating Transfars from/to
Other Funds: .
General Fund ' L - § 25000
Speclal Revenue Funds — o
Local Street Fund 35,000 -
Intemnal Service Fund - .
Village Hall and Grounds 2,000 -
Equipment Poo! ' : ' - 12,000
: $.3L000  $_37,000
Transfers from/to Primary Government
and Component Unit: :
Primary Government:
Sewer Enterprise Fund $ 45000 § -
Component Unit: '
Downtown Developrment Authority ' - 45,000
: - 545000 $.45000

10. Shared Services Agresments

The Jackson County Sheriff Department provides law enforcement services to the Village and it's residents.
Under this agreement, the Viflage is billed monthly on an hourly basis for the services provided.,

Grass |Lake Township provides fire protection sérvicés to the Village and its residents, which is funded through a
tax levy on Village and Township property owners. The Township levies and collects all of these property taxes.

15
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- Village of Grass Lake

Notes to Financial Statemen_ts'

1. Segment Information For Enterprise Funds y

The Village maintains two Ehterprise Funds, which provide 'sewer and water services (utility segment). Segment

information for the year ended February 29, 2004 is follows:

 Sewer Water
Operating revenue $ 333640 - § 225613
Depreciation : 62,787 48,143
Operating income (loss) 86,901 08,561
- Transfer in from component unit . 45,000 -
Net loss ' ' . 102,888 - 73,720
Capital contributions 27,282 -
Fixed asset additions - -
Working capital - 362,395 (16,125)
Total assets - 2,477,000 2,302,335
Bonds payable - ' 1,605,000 ~ 2,165,000
Total equity ' : 1,746,980 . 2377.738

~12. Risk Managment

The Village is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries: to employees; and natural disasters. During the year ended February 29, 2004,
the Village carried commercial insurance to cover all risks of fosses. The Villags had no settled claims resulting

Total

' $ 559,253

110,930
185,462
45,000
176,608
27,282

346,270
4,779,335
3,770,000
1,985,195

from these risks that exceeded their commercial coverage in any of the pas three fiscal yesars.

16




Supplemental Information




Village of Grass Lake
Statement of Revenue, Expenditures and Changes -
in Fund Balances Budget and Actual
General Fund

Varlance
_ s ~ Favorabie
Budget - Actugl {Unfavorablg)
Revenues; - .
Taxes and Penalties 3 147,965 § 146,517 § {1.448)
Licenses and Permits 1,113 1,138 25
Intergovernmeantal
Sales tax revenue sharing 99,181 110,083 10,902
Liguor tax 837 837 -
Total intergovernmental — 100018 110920 _ 10,902
Charges for Services 6,432 6,832 400
Fines and Forfeitures 1,404 1.452 __48
Interast and other revenue
Interest 10,501 10,953 452
Other - 1,500 1.459 (41)
Total interest and rentals 12,001 12,412 . 411
Total revenues - 268,933 _279271 _ 10,338
Expenditures:
Ganeral Government
Councll 22645 21,005 1,640
Prasident 4,004 3,961 143
Manager 9,300 11,308 -(2,008)
Clerk 14,645 9,500 . 5,145
" Assessor 355 355 -
Treasursr 14,083 10,129 3,964
Elections 1,086 859 227
Unakocated 23,550 22,243 1,307
Building and grounds 26,175 24,032 - 2,143
Total genaral government —— 115853 103 202 12,561
Public Safety _ :
Police 47,000 46,922 78
Planning 6,686 5,330 1,356 -
Total public safety — 53886 52282 _ . . 1434
Highways and Streets 33,700 30,611 3.089

Year Ended February 29, 2004

17




Village of Grass Lake
Statenent of Revenue, Expenditures and Changes -
in Fund Balances Budget and Actual
General Fund
Year Ended February 29, 2004
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Expenditures (Continued):
Sanitation

Total expenditures

Fund Balances - End of Year

18

_ Variahce
Favorable

__Budget | Actual {Unfavorable)
g _B000 § 7273 8 727

Revenus Over (Under) Expendituras 57094 _ 85843 28.149
Other Financing Sources {Uses): '

Transfers out —(25.000) - {22000y .
Net Changes Iﬁ Fund B.alancels. 32,694 | 650,843 23,149
Fund Balances - Baglnniﬁq of Year - 08,1 308,148 -




- Assets

Cash and cash equivalents

Due from other governmental units
Total assets

Liabilities and Fund Balances
Liabilities:

Accounts payable
Total liabilities

Fund Balances:
Unraserved:undesignated

Total liabilities and fund balances

-w.r-p.,' )

Village of Grass Lake
Combining Balance Sheet
Special Revenue Funds

February 28, 2004

18

Building
Major Local . iInspection
Strest Street _ Department  Total

$ 801708 70215% 74128 157797
_ 13,032 3,586 - 16618
$. 932028 738015 7412 8 174,415
$ 2371 % 2992 $ -8 5363
2,371 2,992 _ - 5,363
90,831 70808 . 7412 169.052
74123 174415

3 932020% - 73801%
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: Village of Grass Lake
Combining Statement of Revenues, Expenditures and
- Changes in Fund Balance
Special Revenue Funds
Year Ended February 29, 2004

_ Building
Major Local Inspection

_Street Street Department Total

Revenues: _
- State grants $ 70,624 $ 19,713 § - $ 80,337
Charges for services - - 14,775 14,775
Interest and rentais 535 398 - 933
r Total revenues 71,159 20,111 14,775 106,045
| .Expenditures: ;
r Public works 41,800 38,540 3 - - 78,349
Public safety . - . 14,779 14,779
Total expenditures 41,809 36,540 14,779 93,128
sr Revenue Over (Under) Expenditures 29,350 (16.428) 4) _ 12,917
r Other Financing Sources: _
i Operating transfer in - 32,000 3.000 35,000
r Net Change in Fund Balances 29,350 16,571 2,996 47,917
Fund Balances - Beginning of Year 61.481 55,238 4418 121135
P Fund Balances - End of Year 3 908315 70809 $§ 7412 $_ 169052
r 20
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Village of Grass Lake
Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
Major Street Fund
Year Ended February 29,2004

21

Variance
_ , Favorable
_ Budget Actual {Unfavorable)
Revenues: o
State grants : : _ - 3 65846 § 70,624 & 4,778
Interest and rentals 500 _535 35
Total revenues 66,346 71,159 4,813
- Expenditures:
Highways and Streets:
Maintenance ' . 23,475 20,309 3,166
Traffic services B ' 3,600 3,188 412
Snow and ice control 18,600 12,422 4,178
Administration ' _ 11,700 5,880 5810 -
Total expenditures _ ' o 55,375 _ 41,809 . 13,566
Net Change in Fund Balances '10,9?1 '22,3§Q 18,379
Fund Balances - Beginning of Year o _ ' 61,481 61,481
Fund Balances - End of Year - 8. 724528  90831$ 18379 -
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~ Village of Grass Lake

Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual

- Revenues:

State grants
interest and rentals
Total_ Revenues

Expenditures:
Highways and Streets:
Maintenance
Traffic services
Snow and ice sontrol
Administration.
. Total Expenditures

| Revenue Over (Under) Expenditures

Operating Transfers: _
. Operating transfers in

Net Change in Fund Balances

Fund Balances - Beginning of Year

Fund Balances - End of Year

Local Street Fund
Year Ended February 29, 2004

Variance

_ . Favorable

Budget Actual {Unfavarable)
29,000 - 19,713 (9,287)
400 ' 398 (2)
29,400 20,111 {9,289)

26,115 20,974 5,141

500 ' 65 - 435

15,700 9,928 5,772

211,900 5573 ' 6.327

54 215 36,540 17.675

8.388

__(24815) _ _ (16.420)

32,000 32.000

7.185 15,571 8.386
55238 _ 55,238
$ 62,423 § 70,809 § _8,386

22
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Village of Grass Lake
. Combining Balance Sheet

. Enterprise Funds
February 29, 2004

- Current Assets:

Cash _
Accounts receivable
Special assessments, current portion
Advance to other funds, current portion
Inventories

Total current assets

Non-Current Assats: _
Special assessment receivables, net of current portion
Advanca to other funds, net of current portions
Total non-current assets

Fixed Assets, Net

Total assets

Liabilities and Fund Equity

Current Liabilities:
Accounts payabla
Current portion of bonds payable
Total current liabilities

Long-Term Liabilities:
‘Bonds payable

Total liabilities

Fund Equity:
Contributed capital
Total contributed capital
Retained Earings (Dsficit):
Unreserved
Total retalned eamings

Total fund equity

Total liabliities and fund equity

23

Sewer _ _ _ Water Total

3 402,967 $ 52,573 % 455,540
28,175 22,830 51,005
33,115 - 33,115
9126 - 9,128
21,263 - 21.263

— 494 846 75403 570,049
354,514 - 354,514
28076 - 28,076

5 2251 %

15288 - 3778

——130000 ____ 80000 _____220.000
' 132 91,528 223779

147 2,075,000 §,§§Q,QQQ

1607251 ___ 2166528 ___3.773.779

| ] C orres
2,022 666 - 2022668

___(275881) 211210 (64.471)

(2765.681) . 211210 __ (64.471)
1748985 _ 211210 1.958.195
§ §',3ﬁ,2§§ § g,ﬁ??ﬁ;ﬁ ] §,Z§J'27&




Village of Grass Lake

Combining Statement of Revenues, Expenses and

Enterprise Funds

Changes in Retained Earnings

Year Ended February 29, 2004

 ud
H
-
r Operating Revenues:
Charges for sarvices
Connection fees
!" Total operating revenue
Operating Expanses
" .
¥
! Operating Logs
r Nonoperating Revenues {(Expenses):
: Interest earned '
Interest expense
r QOperating transfer in - component unit
Total nonoperating revenues (expenses)
Nef Income
E;r

Retained Earnings (Deficit) - Beginning of Year

Retained Eamnings (Deficit) - End of Year

Sewer Wator Total.

$ 251840 $ 165,613 § 417,553
81700 _ 60,000 ___ 141700
333640 225613 ___ 550263

4,387 711 5,008
(33,400) (25,552) (58,952)
— 45000 __ = 43,000

15,987 (24.841) _(8,854)
—. 102888 73720 176608
(378.569) 137490 ___ (241,079)

8. (275881)§ 211210 $_ (64.471)

24




Village of Grass Lake

Combining Statement of Cash Flows

r~ Enterprise Funds
' Year Ended February 29, 2004
1 - Cash Flows From Operating Activities:
' Net Income (loss)
- Adjustment to reconcile net income to cash
i provided by operating activities
Depreciation

Change in accounts receivable
Change in inventories
Change in accounts payable
Net cash provided by operating activities

-y

Cash Flows From Noncapital Financing Activitias:
Transfers in

.

.Cash Flows From Capital and Related
Financing activities _ .
Collactions on advance to other funds
Principal payment on bonds
Interest paid on bonds
Collections on special assessments
Contributions from customars
Net cash provided by capital and related financing activities

.

B |

_ Cash Flows From Investing Activities:
Interest received on investments

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of Year

s B B B

Cash and Cash Equivalents - End of Year

25

™ T

Sewer Water Total
$ 102888 $ 73720 § 176,608
62,787 48,143 © 110,930
(2,900) - {(2,649) {5.548)
33,748 - 33,748
727 1,528 2,255
197,248 - 120,742 317,990
45,000 - 45,000
7.298 - 7.296
{125,000) - (90,000} (215,000
(33,400) (25,552) (58,952)
41,467 - 41,467
27,282 - 27,282
{82,355) {115,552) {197.907)
4,387 711 5,098
164,280 5,901 170,181
238,687 46,572 285,350
$ 402067 $ 52573 § - 455,540
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Village of Grass Lake
‘Combining Balance Sheet
Internal Service Funds

Current As_sets:
Cash
Total current assets

' Property, Plant and Equipment:’

Land
Buildings
Machinery and aquipment
Less accumulated depreciation
Total property, piant and equipment

Total assets

Liabllities and Fund Equi

Current Liabilities:
Accounts payable
Interfund payable
Advance from other funds, current portion
Notes payable, current portion
Total liabllites

Non-Current Liabilities:
Advance from other funds, net of current portion

Notes payabise, net of current portion
Total non-current liabilities

Total liabilities
Fund Equity:
Retained Earnings:

Unreserved
- Total retained earnings

Total liabilities and fund equity

February 29, 2004

26

Village Hall Equipiment

and Grounds FPool Total
$ -8 64846 § 84848
49,793 - 49,793
156,901 . - 156,901
- 178,362 178,362
. (55.000) {154,065} (209,155}
151,604 24,297 175,901

$ an § 2,204 § 2,615
20,290 - 20,290
9,126 - 9,126
6345 8123 14,468
36,172 10,327 46,499
28,076 - 28,076
_ 41,187 _ _ 7.774 48,961
69263 7.774 77,037

— 105435 18101 _ 123536

- 45169 71.042 117,211
46,169 71.042 117,211

$ 151604 $. 80143 § 240747
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Village of Grass Laké

Combining Statement of Revenues, Expenses and

Operating Revenues:
Rantal income
Total operating revanue
Operating Expenses:
Operating Loss
Nonoperating Revenues (Expenses)
Interest expensea
" Operating transfer in
Operating transfar out _
Total nonoperating revenues (expenses)
Net Income

Retained Earnings - Baginning of Year

Retained Earnings - End of Year

Changes in Retained Earnings

Internal Service Funds

Year Ended February 28, 2004

27

Village Hall  Equipment

and Grounds Pool__ Total

$ 277355 46081 § 73816
27.735 46,081 __73816
21,878 31.314_ 53,190
5,859 14767 20,626
6,011) (90) (6,101)
2,000 _ - 2,000
(4,011) {12.000) _ {16.101)
1,848 2,677 4,525

#4321 68365 . 112,686

46,169 $

$

71042 § 117.211




™y

~1

. |

ey

—y

=y

V.lllage" of Grass Lake

Combining Siatement of Cash Flows

‘Internal Service Funds
Year Ended February 29, 2004

Cash Flows From Operating Activities:
Net Income (loss)
Adjustment to reconcile net income to cash

" provided by operating activities

Depreciation
Change in accounts payable
Interfund payable
Net cash provided by operating activitiss

Cash Flows From Noncapital Financing Actiwtms:
. Transfers in

Transfers out
Net cash provided by noncapital financing activities

Cash Flows From Capital and Related
Financing activities

Payment on advance to other funds

Proceeds from note payable

Principal payment on notes

Interest expense

Net cash provided by capital and related
financing activities

Net Increase jn Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of Year

- Cash and Cash Equivalents - End of Year

28

Building
and
Grounds Equipment

Maintenance Pooi Total
3 1,848 % 2677 3 4525
7,870 13,545 - 21,415
o8 1,261 1,358
5,972 - 5,072
15,788 17,483 33,271
2,000 - 2,000
- {12,000) (12,000)
2,000 (12,000) (10,000)
(7,296) - (7,296)
- - 24,299 24 299
{4,481) (8,402) (12,883}
{(6,011) (90). : {8,101)
(17,788) 15,807 (1,881
- 21,280 21,280
- 43,556 43 558
$ - $ 64,846 5 54,846
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DEC 2 9 2004

August 24, 2004

LOCAL AUDIT & FINANCE DIy,

Members of Village Council
Village of Grass Lake
Jackson, Michigan

We have audited the financial statements of the Village of Grass Lake for the year ended February 29,
2004, and have issued our report thereon dated August 24, 20004. In planning and perferming our audit of
the general purpose financial statements of the Village, we considered its internal control.in order to

. determine our auditing procedures for the purpose of expressing our opinion on the general purpose:
financial statements and not to provide assurance on the internal control.

The Management of the Village of Grass Lake is responsible for- establishing and. maintaining effective
internal control. In fulfiling this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of internal control. The objectives of internal controt are to
provide the Council with a reasonable but not absolute assurance that assets are safeguarded against loss
from unauthorized use or disposition and that transactions are executed in accordance with the Council's
authorization and recorded properly to permit the preparation: of financial statements in accordance with
‘generally accepted accounting principles. ' o : - ' '

Because of the inherent limitations-in any system of intemal control, errors and imegularities may
nevertheless occur and not be detected. ' Also, projection of any evafuation of the system tg future periods is
subject to the risk that procedures may become inadequate because of changes in conditions or that the
degree of compliance with the procedures may deteriorate.

. Our study and evaluations made for the limited purpose described in the first paragraph would not
hecessarily disclose all material weaknesses in the ‘system. - Accordingly, we do not exprass an opinion of
the system of internal accounting control of the Village taken as a whole. However, our study and
evaluation disclosed no conditions that we believe to-be a material weakness. ' S

Professional sténdard_s .feq uire that 'we'provide you with the following infoi'rnation' related to our audit.

Our Responsibility under Generally Accepted Auditing Standards

As stated in our engagement letter, our responsibility, as described by professional standards, is to plan
and perform our audit to obtain reasonable, but not absolute, assurance that the financial statements are
free of material misstatement and are fairly presented in accordance with accounting principles generafty
accepted in the United States of America. Because an audit is designed. to provide reasonable, but not
absolute assurance and becauss we did not pefform a detailed examination of all transactions, there is a
risk that material errors, fraud, or illegal acts may exist and not be detacted by us.

. As part of our audit, we c::nsid_eéd_thé' internal control of the Village. Such considerations were solely for
the purpose of determining our audit procedures and not to provide any assurance. concerning: such
- - Internal control. B T S :

Wiius & Jurasek, P.C. _ -  Phone Number: (517) 788 8660

- 2545 Spring Arbor Road _ _ . _ _ e : Fax Number: (5T7) 788-9872
Post Office Box 39 -~ o : o : E-mail: willis@willispc.com

- Jackson, Michigan 49204-0039 : _ _ o © - Web site: www.willispe.com




Members of Vil_lage Council
Village of Grass Lake
Page 2

Qur Regugibilitv under Genera_v Accepted Auditing Standards (Continued)

As part of obtaining. reasonable assurance about whether the: ﬂnanmal statements are free of material
‘misstatement, we performed tests of the Village's compliance with certain provisions of laws, regulations,
contracts, and grants. However, the objectwa of our tests was not to prowde an oplnnon on compliance
with such provismns : . : . e _

Significant Accounting Policies

Management .has the responsabllrty ‘for selection and use of appropnate accounting - policies. In
- a@ccordance with the terms of our engagement letter, we will advise management about the
_approprlateness of accounting policies and their application. The significant accounting policies used by
the Village are described in Note 1 to the financial statements. No new accounting policies were adopted
and the appfication of existing policies was not changed during the current year. We noted no
transactions entered into by the Village during the year that were both significant and unusual, and of
which, under profassional standards, we are required to inform you, or transactions for whlch there |s a
lack of authoritative guidance or consensus. . : :

Accou'ntinq Estimates

Accounting estimates are an integral part of the financial staternents prepared by management and are
based on management’s knowledge and experience about past and current ‘events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
" significantly from those expected. There was no mater:al estimates recorded Jn the current year.

Audit Adjusiments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction of
the financial statements that, in our judgment, may not have been detected except through our auditing
procedures. An audit adjustment may or may not indicate matters that could have a significant effect on
the Village's financial reporting ' process {that Is, cause future financial statements to be materially
misstated). We had to do a large amount of joumal entries at year-end that did have a material affect on
the financial statements of the Village. : .

Di§§g[§gmgnt§ WIth Managamam

For purposss of this letter, professional standards defing a dlsagreemant with management as a matter,

whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter
that could be significant to the financial statements or the auditor's report. We are pleased to report that.
no such disagreements arose during the course of our audit.

Consultations with Other Independent Agcountants

In some cases, management may decide to consuit with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” an cértain situations. if a consultation involves application
of an accounting principle to the governmental unit's financial statements or a determination of the type of
auditor's opinion that may be expressed on those statements, our professional standards require the
consuiting accountant to check with us to determine that the consuitant has all the relevant facts. To our
knowledge, there were no such consultatnons with other accountants.
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* Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and auditing -
standards, with management each year prior to retention as the Village's auditors. However, these
discussions occurted inthe normal course of our professional relationship and our responses were not a -
condition to our retention. : : ' o '

Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with managemént in performing our audit.

This information is intended solely for the use of the Village Council and managemeﬁt of the Village and
is not intended to be and should not be used by anyone other than these specified parties.

Very truly yours,

RINTIG 5 W)

Willis & Jurasek, P.C.
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Audit Adfustments

As noted above, several journal entries were needed at year end. We made a total of 28 journal entries.
. Several rnvolved cash. We would suggest that different procedures be put in place to monitor the cash
balances. Some of the entries involved duplicate recording of some items that should be ceught during
the year with the bank reconcnlatlon processes that are nesded.

ﬂgng Reconciliation

. The bank recongiliations do not appear to be compared back to the general ledger during the year. As
part of the overall process the bank balances need to be compared fo the general ledger accounts and-

" discrepancies corrected monthly. You may consider realigning the bank accounts used and the manner in-
which some of the general ledger coding effects these balances.

Fi |xed Assets

- We recommend_ you set up new accounts within your general ledger, one for depreciable fixed assets and
one for non-depreciable fixed assets. This would allow easy menitoring and updating of your schedules
and will become more important with th_e implementation of GASB 34 reporting requirements,

GASB 34

The Governmental Accounting Standards Board has issued Statement 34, Basic Financial Statsrnents and
Management’s Discussion and Analysis for State and Local Governments. The new reporting model will
significantly impact government’s financiat statement presentation. Under the new reporting model, generat
- purpose governments must present the following basic financial statements and required supplementary
~ information:

Management's discussion and analysis (MD&A).

Government-wide financial staternents.

Fund financlal statements.

Notes to the financial statements.

Required supplementary information, including budgetary eompar:son schedules and other
~ data required by previous GASE pronouncements. -

" N

The MD&A is a narrative report prepared in an’ easy—to—read format by the government's ﬁnanczal rmanager.
It should: .

Introduce the basic financial statements. - '
Provide an analytical overview of the government’s financial manager’s knowtedge of the
transactions, events, and conditions reflected in the fi nancnat report and the fiscal policies that
control the govemment's operations,

.GASB No. 34 requires MD&A to inclu_de, at & minirmurn:

+ A brief discussion of the relationships of the basic financial statements to each other and the
major differences in the information provided in aach.

= A comparison in condensed form of information presented in ﬂ'le government-wide financial
statements for the current and prior year.

o An analysis’ of significant changes that occurred in individual funds and any limitations that-
might affect the availability of fund resources in the future,

« An analysis of significant budget variances (original vs. final budget and final budget vs. actual
‘results) for the general fund or its equ:valent including reasons for those vananoes that may
affect future sewlces or ﬂqurdrty
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GASB 34 fContlnued}

T A summary of significant capltal asset and long-term debt activity with a discussion of -
commitments and limitations that may affect future financing of planned facilities or services.

_ s A description. of facts, conditions, or decisions of which management was aware on or before

~ the audit report date that are expected to have a significant lmpact on financial position or

results of operatlons after the repnrtlng date,

The implementation date for the new reporting model is in phases dependsng on the govemment'
revenues. For the Village, the new standard will be effective for the year ended February 28, 2005. The
Village needs to begin pfanmng for the new standard to ensure a smooth transmon

Budggt

Public Act 621 requires budget amendments prior to actual expendltures beang made if expendltures exceed
budgeted amounts. During the year, the Village had certain actual amounts that exceeded the budget at
year-end. While the amounts were minor in nature, procedures should be put in place to amend the budget
as needed during the year when expenditures exceed the budget. This may require budget amendments to
be made penodlcally during the fiscal year. - :





